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Foreign Direct Investment: Current Issues 



Summary 

The United States is the largest recipient of foreign direct investment in the 
world and the largest investor abroad. As a result of this dual role, the United States 
has led negotiations in various international forums to remove restrictions on foreign 
investment and other market-distorting measures to maximize the benefits of such 
investment. In 2006, foreign investors spent $184 billion investing in U.S. 
businesses and real estate, the highest amount foreign investors have spent since 
2000 . 

Within the economy, foreign direct investment is sparking a mixed reaction. 
Although the environment for foreign investors is still friendly, some Members of 
Congress and some in the public argue that the events of September 1 1, 2001, raise 
new concerns about the nation’s economic security that challenges the traditionally 
open policy the United States has had toward foreign investment, particularly foreign 
investment in critical industries and in sectors that are vital to homeland security. As 
part of these concerns, Congress is considering legislation that would revamp the 
Committee on Foreign Investment in the United States (CFIUS), an interagency 
committee housed in the Treasury Department that has served Presidents since 1975 
as the chief federal government organization responsible for overseeing the national 
security implications of foreign investment in the economy. In contrast to these 
actions, the International Trade Administration of the Department of Commerce 
announced on March 7, 2007, that it was creating a new initiative: Invest in America. 
The initiative appears to depart from the long-standing U.S. policy of official 
neutrality toward inward and outward direct investment by having the federal 
government actively internationally promoting the United States as a foreign direct 
investment destination. It also will serve as the primary U.S . government mechanism 
responsible for managing inward investment. 

This report presents an overview of current issues related to foreign direct 
investment in the economy and the development of U.S. policy toward inward and 
outward direct investment. This report also assesses the role of foreign direct 
investment in the economy and the costs and benefits of direct investment. This 
report will be updated as events warrant. 
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Foreign Direct Investment: Current Issues 

Overview 

In 2006, the proposed acquisitions of major operations in six major U.S. ports 
by Dubai Ports World (DP World) and of Unocal by the China National Offshore Oil 
Corporation (CNOOC) sparked intense concerns among some Members of Congress 
and generated a debate over what role foreign investment, particularly foreign 
acquisitions of certain types of firms, plays in U.S. national security. The United 
States actively promotes the national treatment of foreign investors as an 
international standard. This open-door policy stands in marked contrast to several 
provisions of law, various Executive Orders, and extensive efforts aimed at limiting 
foreign access to the Nation’s industrial base, especially in sectors deemed to be 
critical to the economy or to areas of importance to national security. In addition, 
some Members of Congress and others are concerned about the extent to which 
foreign government-owned companies should be allowed access to the Nation’s 
industrial base and technology through foreign direct investment. 

The United States is unique in that it is the largest foreign direct investor in the 
world and also the largest recipient of foreign direct investment. This dual role 
means that globalization, or the spread of economic activity by firms across national 
borders, has become a prominent feature of the U.S . economy and that through direct 
investment the U.S. economy has become highly enmeshed with the broader global 
economy. Foreigners invested $ 1 80 billion in U.S . businesses and real estate in 2006 
and invested $277 billion in 2007, according to data published by the Department of 
Commerce, 1 as Figure 1 shows. The rise in the value of foreign direct investment 
includes an upward valuation adjustment of existing investments. According to the 
United Nation’s World Investment Report , 2 global foreign direct investment flows 
increased by 38% in 2006, 29% in 2005, and 27% in 2004, after three years of 
declining flows. 

New spending by U.S . firms on businesses and real estate abroad, or U.S . direct 
investment abroad, 3 rose sharply in 2006 to $235 billion up from the $8 billion net 



1 Bach, Christopher L., U.S. International Transactions in 2007. Survey of Current 
Business, April 2008, p. 48. Direct investment data reported in the balance of payments 
differ from capital flow data reported elsewhere, because the balance of payments data have 
not been adjusted for current cost adjustments to earnings. 

2 United Nations Conference on Trade and Development, World Investment Report 2007, 
United Nations, 2007. P. 3. 

3 The United States defines direct investment abroad as the ownership or control, directly 
or indirectly, by one person (individual, branch, partnership, association, government, etc.) 
of f0% or more of the voting securities of an incorporated business enterprise or an 
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